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CERTIFIED MAIL 

Dear Applicant: 

We have considered your application for recognition of exemption from 
Federal income tax under section 501(c)(71 of the Internal Revenue Code. 
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* -- *- 
section 1,50l(c) (7)-l(a) of the Income Tax Regulations provides that the 
exemption provided by Code section 501(a) for organizations deacribsd in 
Code section 501(c) (7) applies only to clubs that are organized and 
operated exclusively for pleasura, recreation and other nonprofitable 
purposes, but does not apply to any club if any part of its net earnings 
inures t o  the benefit of any private shareholder. In ~aaeral, this . , 
exeaptioa extends to social and recreation clubs which are supported 
solely by membership fees, dues, and assessments. 

Section 1.501 Ic) (71-1 (b) of the Income Tax Regulations provides that a 
club which engages in business, such as making its social and tecreational 
facilities available to the general public is not organized and operated -,. . 
exclusively for pleasure, recreation, and other nonprofitable purposes, . .. . . 
and is not exempt under Code section SOl(a). . . .  . . .  , . ,. ~ 

,. . . . ,.. 
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Saction 1,50l(a)-l(c) of the Income Tax Regulations defines the words . . .-' ...-'. 
-.>; .'. 

"private shareholder or individual" as referring ta persons having a - , 

. . . % 
r;! ' <  . , , :, 

personal and private interest in the activitiss of the organization. . - ., . -. .-. L. - .: .. . - . .>"- ..-..-- . - . .;.<;r>2; ... . , - .-,.:>,., c . :, -., -..:. 
Revenue Ruling 69-220, publi shed in Cumulative Sulletin 1969-1, page 154, ;.. ... .. .r T .  , . .. \=Z .?ti 

provides that a social club that receives a substantial portion of its ' , . . , ;. . .>'. a.z, 
- - >  .,.: ., . .i'> 

incone from the rental of property and uses such incone to defray , .?  



Enclosure: Publication 892 
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"'?h accordance with this determination, you are required to file Federal 

corporate income tax returns on Form 1120. If you do not accept our 
findings, we recommend that you request a conference with a ~ e ~ b ~ i  of oar 
Regional office conference staff. Your request for a conference should 
include a written appeal giving the facts, law, and any other infornation 
to support your position as uxplaiaml within the enclosed Publication 
892. You will then be contacted to arrange a date for a conference.  he 
conference may be held at the Regi~nal office, or if you request, at any 
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